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Wages, Benefits and Overtime Compensation: Holidays, Leave, Legal Benefits and Bonuses  
 
WBOT.5 Employers shall provide all legally mandated holidays, leave, benefits and bonuses, such as 
official holidays, annual leave, sick leave, severance payments and 13th month payments, to all eligible 
workers within legally defined time periods. In addition, all leave and bonuses shall be calculated 
correctly. (S)  
 Noncompliance 
 
Explanation: Not all factory workers are entitled to the 5 types of social insurance:  
1. Factory did not make any contributions to childbearing insurance scheme for workers.  
2. Only 2122 of 5855 employees participated in retirement and unemployment 
insurances.  
3. Only 2632 of 5855 employees participated in illness insurance.  
4. Only 5508 of 5855 employees participated in disability caused by work-related injury 
or occupational disease insurances.  
An official approval from the local social security bureau to seek exemption from certain 
kinds of social insurance schemes was available.  
Sources: document review, management interviews  
Note: Per factory management, local workers could participate in all 5 types of social 
insurance. However, migrant workers from other provinces could not participate in 
childbearing insurance.  
Plan Of 
Action: 
According to PUMA Code of Conduct (COC) workers shall be entitled to all legally 
mandated benefits, such as social insurance program covering pension, medical care, 
unemployment, workplace injury and maternity insurances. Where local law does not 
require full coverage of workers in these programs, factory to ensure legal compliance as 
a bottom line. On top of this, factory needs to have a plan to collect legal guidelines with 
regard to social insurance and ensure all workers are covered in the social insurance 
program step by step. 
Deadline 
Date:  
12/30/2009 
Supplier 
CAP: 
Factory will pay social insurance for all workers step by step. 
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Supplier CAP 
Date:  
 
12/30/2009 
Action 
Taken: 
February 13, 2009: According to paid social insurance receipt from December 2008, 2166 
of 5456 workers are covered by pension; 5404 of 5456 workers are covered by work-
related injury insurance; and 3203 of 5456 workers are covered by illness insurance. 
Plan 
Complete: 
 
Plan 
Complete 
Date:  
02/16/2009 
 
 
 
Wages, Benefits and Overtime Compensation: Worker Wage Awareness  
 
WBOT.22 Employers shall make every reasonable effort to ensure workers understand  the wages, 
including wage calculation, incentive systems, benefits and bonuses they are entitled to in factory and 
under applicable laws. To this end, employers shall communicate orally and in writing to all workers all 
relevant information in local language(s) spoken by workers, if different from the local language. (P) 
 Noncompliance 
 
Explanation: All interviewed workers did not know the overtime wage calculation method.  
Source: worker interviews 
Plan Of 
Action: 
1. Factory is required to establish a clear written wage payment policy that should be 
provided for all employees.  
2. Factory is required to communicate with all employees immediately if there are any 
updates.  
3. Training on the details of wage calculation system, including incentive policy, should 
be conducted regularly for all employees.  
4. A clear wages statement is required to be provided for all employees; they should be 
trained to ensure the wage pay slip is acknowledged by workers.  
5. We will check with factory management, and randomly select workers in our private 
interview during the audit or visit. 
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Deadline 
Date:  
 
01/01/2009 
Supplier 
CAP: 
1. Factory is committed to training workers to ensure they are aware of the correct wage 
calculation system.  
2. Any updates in wage calculation policy will be announced immediately. 
Supplier CAP 
Date:  
01/01/2009 
Action 
Taken: 
From document review during January 16, 2009 visit:  
1. Details of wage calculation policy with examples posted to each workshop.  
2. Wage calculation method is stated in training materials and is the main part of 
workers' job training that is conducted by internal HR department. 
Plan 
Complete: 
 
Plan 
Complete 
Date:  
02/16/2009 
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Freedom of Association: Right to Freely Associate  
 
FOA.2 Workers, without distinction whatsoever, shall have the right to establish and, subject only to 
the rules of the organization concerned, to join organizations of their own choosing without previous 
authorization. Right to freedom of association begins at time that worker seeks employment, and 
continues through the course of employment, including eventual termination of employment, and is 
applicable as well to unemployed and retired workers. (S) 
 Noncompliance 
 
Explanation: Factory has union with worker-selected representatives representing worker benefits. 
FLA Comment:  The Chinese constitution guarantees Freedom of Association (FOA), yet, 
Trade Union Act prevents establishment of trade unions independent of sole official 
trade union – the All China Federation of Trade Unions (ACFTU).  According to the ILO, 
many provisions of Trade Union Act are contrary to fundamental principles of FOA, 
including non-recognition of the right to strike.  As a result, all factories in China fall short 
of ILO standards on the right to organize and bargain collectively.  Recently, however, 
the government has introduced new regulations that could improve functioning of labor 
relations mechanisms. Amended Trade Union Act of October 2001 does stipulate that 
union committees have to be democratically elected at members’ assemblies and trade 
unions must be accountable to their members.  Trade union has responsibility to consult 
with management on key issues of importance to their members and to sign collective 
agreements. It also grants trade union an enhanced role in dispute resolution. December 
2003, the Collective Contracts Decree introduced the obligation for representative trade 
unions and employers to negotiate collective agreements, in contrast to the previous 
system of non-negotiated administrative agreements.. 
Plan Of 
Action: 
From PUMA COC, workers are entitled to 1) FOA, 2) right to join unions or other work or 
industry-related associations, and 3) right to collective bargaining in accordance with 
local law. As independent unions at workplace are restricted by Chinese law, we are 
asking suppliers to set up a Welfare Committee or other parallel means of organization 
in workplaces to ensure smooth communication between management and workers. 
Grievance policy and procedure should be set up to ensure workers are treated fairly 
and equitably with regard to the right of FOA and collective bargaining in the workplace. 
Deadline 
Date:  
01/01/2009 
Supplier 
CAP: 
Factory is committed to respecting all workers' rights on FOA and collective bargaining. 
Supplier CAP 
Date:  
01/01/2009 
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Action 
Taken: 
 
From document review, factory has established labor union; all representatives are 
selected by workers. 
Plan 
Complete: 
 
Plan 
Complete 
Date:  
02/16/2009 
 
 
 
Health and Safety: Machinery Maintenance and Worker Training  
 
H&S.18 All production machinery, equipment and tools shall be regularly maintained and properly 
guarded. Workers shall receive training in the proper use and safe operation of machinery, equipment 
and tools they use. Employers shall ensure safety instructions are either displayed/posted near all 
machinery or are readily accessible to the workers. (S)  
 Noncompliance 
 
Explanation: No eye shields equipped for all overlocking machines. 
 Source: factory tour 
Plan Of 
Action: 
1. H&S Committee required to reform to: complete functioning; strengthen worker-
management communication; and reduce accident rate and H&S risks in production 
area. Main committee members selected by factory management; sub-committee 
members selected by all production workers; sub-committee candidates are front line 
workers. Before election, they have been attending H&S training.  
2. After new committee set up, all members would attend half-year training on H&S 
knowledge; risk assessment; corrective action implement and follow up; and committee 
operation management.  
3. Trainer training shall be conducted. Trainers responsible for 1) conducting all future 
H&S training to all workers, 2) educating workers on importance of H&S issues, and 3) 
appointing certain personnel to inspect the proper use of the guards, etc.  
4. H&S committee is responsible for conducting safety inspections in production area/ 
other facilities (risk assessment on machines used, etc.); ensuring dangerous or high risk 
parts properly guarded; and holding regular committee meetings on H&S issues, with 
corrective action implementation/follow up, correction announcements and file keeping. 
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Deadline 
Date:  
 
02/28/2009 
Supplier 
CAP: 
Factory will install proper safety guards for all overlocking machines. 
Supplier CAP 
Date:  
02/28/2009 
Action 
Taken: 
Factory has installed safety guards for all overlocking machines, but they are dismantled 
by workers very soon because they obstruct work. 
Plan 
Complete: 
 
Plan 
Complete 
Date:  
02/16/2009 
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Hours of Work: Overtime/Calculation Over Period Longer Than One Week  
 
HOW.10. Employers are allowed to calculate normal hours of work as an average over a period of 
longer than 1 week where local laws, regulations and procedures provide for such a possibility, but only 
when all formal and procedural requirements attached to such calculation (for instance, obtaining 
official permission from relevant authorities or limits to the period during which such calculations can 
be made) are met. The basis for such calculation shall, however, remain at all times the lesser of 48 
hours per week or legal limits on hours of work in the country of manufacture or, where such legal 
limits do not exist, the regular work week in such country. (S) 
 Noncompliance 
 
Explanation: Through review of the bar code attendance records of May and June 2008 (peak), it was 
noted that around 30% workers in cutting, sewing and packing sections had worked for a 
total of 63 hours a week in both months.  
Sources: document review, worker interviews  
Plan Of 
Action: 
1. Factory should track and ensure legal compliance with regard to number of working 
hours permitted  
2. Factory should control workers' weekly working hours within 60 hours. 
Deadline 
Date:  
01/01/2009 
Supplier 
CAP: 
1. Factory will strictly follow the government's policy on working hours.  
2. Workers' weekly working hours will be controlled within 60 hours. 
Supplier CAP 
Date:  
01/01/2009 
Action 
Taken: 
1. Comprehensive working hour’s permission is in place.  
2. To prevent excessive overtime working, factory has adjusted production plan and 
manpower as well as introduced lean production concept to increase productivity and 
decrease number of working hours. 
Plan 
Complete: 
 
 
 
 
 
 
